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SUBJECT: GOE MINFINANCE VIEWS ON US POUND HOLDINGS 
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1 . 1 TALKED WITH MINFINANCE ABU ISMAIL TODAY 
ABOUT (A) OUR DESIRE TRANSFER 10 MILLION LE'S 
TO CHASE AS TIME DEPOSIT; (B) NEED TO OBTAIN 
HIGHER INTEREST RATE ON ALL OUR PL 480 CURRENCY 
ACCOUNTS; AND (C) OUR PROPOSAL TO UTILIZE 10 TO 20 
PERCENT OF OUR PL480 HOLDINGS FOR USE BY LOCAL 
BANK TO ENCOURAGE PRIVATE SECTOR. I MENTIONED 
SUBJECT HAD BEEN DISCUSSED WITH GOVERNOR ZANDOU 
OF CENTRAL BANK, WHO SUGGESTED IT ALSO BE TAKEN UP 
WITH ABU ISMAIL. I HAD IN ANY CASE INTENDED TO 
DO SO. I GAVE HIM SAME AIDE MEMOIRE THAT HAD BEEN 
LEFT WITH ZANDOU. 

2. ABU ISMAIL READ THE MEMO IN MY PRESENCE. HIS 
IMMEDIATE REACTION WAS THAT THERE IS NO PURPOSE IN 
UTILIZING ANY OF OUR PL 480 HOLDINGS TO ENCOURAGE 
PRIVATE SECTOR. THERE ARE ALREADY ENOUGH EGYPTIAN 
LES AND CREDIT AVAILABLE ON THE MARKET. INTRODUCTION 
OF ADDITIONAL CREDIT OR CASH INTO THE MARKET WILL 
HAVE AN INFLATIONARY EFFECT. THIS IS EXACTLY WHAT 
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HE COULD NOT AGREE TO OUR PROPOSAL. INSTEAD, HE 
SUGGESTED THAT WE UTLIZE THESE LES TO ASSIST 
GOE'S PROGRAM OF LOW-COST HOUSING. IF THE LES COULD 
BE MADE AVAILABLE AT VERY LOW OR NO INTEREST, THIS 
WOULD BE A MAIOR BENFIT TO GOE ECONOMIC PROGRAM. 

3. SO FAR AS HIGHER INTEREST RETURN IS CONCERNED, 

ABU ISMAIL MADE THE PREDICTABLE PLEA THAT ASKING 
FOR THIS WILL ADD NEW BURDENS TO AN ALREADY OVER- 
BURDENED MINISTRY OF FINANCE. I REMINDED HIM THAT 
ANY SUCH ADDITIONAL INTEREST EARNING WILL SIMPLY 

BE CREDITED TO OUR ACCOUNT. WE DO NOT EXPECT TO DRAW 
DOWN ON THESE ACCOUNTS IN ANY EXTRAORDINARY MANNER, 

EXCEPT POSSIBLY FOR CONSTRUCTION OR PROPERTY 
ACQUISITION COSTS. HENCE, ANY ADDITIONAL INTEREST 
EARNINGS SHOULD NOT BE AN EXCESSIVE BURDEN ON THE 
EGYPTIAN ECONOMY. NOTING THAT TIME DEPOSITS IN EGYPT 
ARE NOW ALLOWED TO CARRY AS MUCH AS 5 PERCENT INTEREST, 

I INDICATED WE WOULD WANT TO NEGOTIATE AN EQUITABLE 
INTEREST RATE WITH HIM. AFTER MUCH ARGUMENT, 

ABU ISMAIL FINALLY AGREED THAT WE MIGHT DISCUSS THE 
MATTER OF HIGHER INTEREST RATES FURTHER. I WILL 
GIVE HIM A CHANCE TO STUDY OUR AIDE MEMOIRE AND CALL 
ON HIM THEREAFTER TO PURSUE SUBJECT. 

4. ALTHOUGH ABU ISMAIL WAS TEPID ON THE IDEA OF 
TRANSFER OF 10 MILLION LES TO CHASE, HE INTERPOSED 

NO FORMAL OBJECTION. HE ASKED WHAT CHASE PLANS TO DO 
WITH THESE FUNDS. A SIMPLE TIME DEPOSIT WILL NOT 
ENABLE IT TO BENEFIT FROM THEM. I TOLD HIM THAT 
CHASE WOULD LIKE TO USE THESE FUNDS FOR LENDING 
PURPOSES, BUT THAT THIS WILL HAVE TO BE WORKED OUT 
WITH GOE. ABU ISMAIL REVERTED TO HIS EARLIER COMMENT 
THAT THERE IS NO SHORTAGE OF LOCAL CURRENCY ON THE 
MARKET. IT IS HARD CURRENCY WHICH IS NEEDED TO 
STIMULATE THE PRIVATE SECTOR. 

5. ABU ISMAIL AGREED TO STUDY THE ENTIRE MATTER 

FURTHER TO ALLOW US TO HAVE A FURTHER DISCUSSION ON THE SUBJECT. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 CAIRO 01354 021702Z 

EILTS 

NOTE BY OC/T: NOT PASSED TREASURY. 

CONFIDENTIAL 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Message Attributes 


Automatic Decaptioning: Z 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: CENTRAL BANK, MANAGEMENT, FOREIGN EXCHANGE HOLDINGS, POUND (CURRENCY) 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 02 FEB 1976 
Decaption Date: 28 MAY 2004 
Decaption Note: 25 YEAR REVIEW 
Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: RowellEO 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1976CAIRO01354 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D760039-0538 
From: CAIRO 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1976/newtext/t19760292/aaaaddjx.tel 

Line Count: 109 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION SS 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: EXDIS 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: EXDIS 
Reference: 76 STATE 19225, 76 CAIRO 1284 
Review Action: RELEASED, APPROVED 
Review Authority: RowellEO 
Review Comment: n/a 
Review Content Flags: 

Review Date: 07 JUN 2004 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <07 JUN 2004 by BoyleJA>; APPROVED <08 OCT 2004 by RowellE0> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
04 MAY 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: GOE MINFINANCE VIEWS ON US POUND HOLDINGS 
TAGS: EFIN, EG 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



